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3.    This view is further strengthened by the fact that  where-
the main line works the feeder or branch line for a fixed percen-
tage of gross earnings, usually 40 to 50 per cent, it suffers loss  as
the terms  of remuneration compared  with  the   heavy  working
expenses ranging from 60 to 80 per cent of the  gross earnings are
grossly inadequate.    If the Branch Line Companies are " Success-
ful ", their profits get inflated, but if, they are less prosperous the
subsidy given them does not reveal the true loss to   Government,
as it does not include the loss sustained by the main line working
the branch one at less than the actual cost and  the rent  of land,
supplied free of charge.
4.    Even the argument urged in favour of Branch Line Com-
panies that they obtain money   from local   sources   which   could
never   have  been tapped   by   the Government,   is hardly correct
because that money after all came mainly from the Managing Agents-
or Banks.    Moreover,  the   Branch   Line   Companies  have  been
unable for  some time to raise additional capital except by  bank
overdrafts at high rates of interest or by the  issue  of  high rate
debentures or by advances from the Railway Board.    In  view of
the difficulties and complications experienced in connection with
the Branch Line Companies, the Government of India should aim
at reducing by an amalgamation the number of existing companies
to the barest minimum and allow private enterprise to thrive only
under  exceptional   circumstances   where   the   State cannot and
therefore will not provide adequate funds.    Such   a   contingency
too   may  not  arise   in  future as it would  be  possible for the
Railway Administration itself to raise  short-term  debentures  at
a  high  rate of interest which could be liquidated when the loan
market became favourable.
5. The Inchape Committee have also recommended that
railways should be constructed and worked on a commercial and
remunerative basis. It would, therefore, be proper and wise
to adopt ithe procedure for the financing of the construction of
branch or feeder lines whereby they may be expected to. prove
remunerative from the commercial point of. view. But in cases
where the local authorities desire the construction of such lines
Which would assist in the development of areas, the Railway Board
would arrange for the construction of such lines from railway
funds provided the Local Government or the Local authority
guaranteed the Railway Board against loss. That guarantee
means that the local authority would make up the difference
between the net earnings and the interest and other charges*
payable. As it is not desirable that the Central Government
should make any profit out of such contributions by local autho-
rities it is also proposed that where contributions Jhave been
made by a local authority for this purpose, the repayment of
$uqh contribution should, be a first charge on any net
profits subsequently realised from the line, should